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| At Southern Pacific 
Communications Company 
switching centers across the 
nation, radio signals speed 
along complex silver circuits 
and ricochet from micro 
chip to micro chip as tele- 

| phone calls are routed auto- 
| matically. Three new SPC 
switching centers in the 
Southeast have recently 
gone into operation on a 
new microwave corridor. See 
the story on pages 8 and 9. 
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TRANSPORTATION COMPANY NAMES 
McNEAR CHAIRMAN, KREBS PRESIDENT 


i 
i 


fl 


Denman K. McNear (lett) is the new chairman and chief executive officer of Southern Pacific Transporta- 
| tion Company and its Cotton Belt subsidiary, and Robert D. Krebs is the new president of the two 
companies. 


+ On July 1, Denman K. McNear became chairman ) assistant to the president in 1963. 

| and chief executive officer of the Southern Pacific = —_A native of San Francisco, McNear has a bachelor 

| Transportation Company and its subsidiary St. Louis | of science degree in civil engineering from the Mas- 
: Southwestern Railway (the Cotton Belt). _ sachusetts Institute of Technology and a master’s 

: At the same time, Robert D. Krebs became presi- | degree in business administration from the Stanford 
i dent of the two companies. : Graduate School of Business. He also has completed 


| McNear, 56, had been president of both SP Trans- { Harvard Business School’s Advanced Management 

| portation Company and Cotton Belt since May, 1976 | Program. He is a member of the Corporation of the 
; and Krebs, 40, had been vice president-operations _ Massachusetts Institute of Technology. 

since October, 1980. Krebs was named vice president-operations in 

| _ The announcements were made by B. F. Biaggini, | October, 1980, after having served as vice president- 


| chairman and chief executive officer of the parent transportation at San Francisco. Before that he was 
_ Southern Pacific Company. | general manager of the railroad, responsible for the 
| MeNear has also been a director of Southern | daily operation of trains in a six-state region west of 
| Pacific Company since January, 1979. : El Paso, 


Prior to becoming president of the Transportation 
Company in 1976, McNear had been vice president- Pacific in San Francisco in 1966, and later held var- 
operations and, for nine years, vice president in the ous operating positions in California and Oregon 
, Southern Pacific Executive Department. : and on the Cotton Belt. 

He joined Southern Pacific in 1948, following In 1971, he was named superintendent of the Cot- 
; Navy service during World War II. After five years’ | ton Belt at Pine Bluff and in 1974 he became assis- 
_ experience on construction and other engineering ant general manager for Southern Pacific-Cotton 
Belt at Houston. 
In July, 1976, he returned to San Francisco as 


A native of Sacramento, Krebs joined Southern 


: assignments, mostly on the railroad’s Sacramento 

Division, he began supervising railway operations as 

a trainmaster in Tucumcari, N.M., and later at Port- | assistant vice president-operations for the 14-state 

jand, Ore. Southern Pacific system. He was named assistant to 
In 1957, McNear was named assistant to general _{ the president of the railroad in 1977, and general 

} Manager at San Francisco and two years later was | manager in February, 1979. 

} appointed superintendent of the Rio Grande Divi- | A graduate of Stanford University, Krebs also has 

| sion in El Paso. j a master’s degree in business administration from 

In 1961, he became assistant chief mechanical | Harvard Business School. 


officer-engineering at San Francisco. He was named 


OIL TRAIN 


Southern Pacific will run frequent special 
tank car unit trains of crude oil from the 
Bakersfield, Calif., area to a refinery at Wil- 
mington, south of Los Angeles, under a 
five-year contract with Shell Oil Co. signed 
in June. 

Each 72-car train will transport 40,000 
barrels of San Joaquin Valley crude oil 
about 225 miles, from a loading facil- 
ity near Bakersfield to Wilmington, in 
18 hours. 

Empty tank car trains will return exclu- 
sively for reloading to “form a continuous 
oil pipeline on the railroad,” said Robert L. 
King, SP’s senior vice president-traffic. 

“The trainload concept will reduce han- 
dling time and shipping costs, as it is de- 
signed for large-volume, single-commodity 
movements,” King added. 

“Southern Pacific showed us that this 
© would be the fastest and most cost-effective 
way to move our product from the oil field 
© to the refinery,’ explained E. D. Olmo, 
manager of Shell’s Land Transportation 
: Department. “This is one more project in 
which we will continue the working rela- 
tionship between Shell Oil Co. and SP” 

Train operations will begin following 
construction this fall by Shell of toading fa- 
cilities at the train origin and an unloading 
terminal at the refinery. 


Unit trains of tank cars, like the one photo- 
graphed below, will move crude oil between 
the Bakersfield and Wilmington areas of 
California. 


_ More Rooms at Rivercenter 


. New Orleans’ International Rivercenter 

» (above) is a handsome new landmark on 

| the Mississippi River waterfront. Southern 

| Pacific Development Company is one of the 
| partners in the tourist-retail-recreational 
project, which includes the 1,146-roam 
New Orleans Hilton Hotel. A $38 million 

| expansion project to add 451 roams will 


make it the largest hotel in New Orleans. 
The project will be completed before the 
apening of the 1984 World's Fair. The site 
of the fair is adjacent to the Rivercenter. 


Pipe Line Expansion 


Southern Pacific Pipe Lines is beginning a 
program of replacing 27 miles of 6-inch 
pipeline with new 10-inch line along two 
stretches of its route over the Sierra Nevada 
between Roseville, Calif., and Reno, Nev. 
: The $5.6 million project, which will expand 
' capacity of the line by 20%, begins in 
: August and is expected to be completed by 
Nov. 1. 
The first phase, 15 miles through the 
Tahoe and Toiyabe National Forests east of 
, Truckee, Calif, should be finished by mid- 
September. 
Immediately following this, the second 
/ section will be replaced between Clipper 
| Gap and Colfax, Calif., on the western 
| slopes of the Sierra. 
| The replacement activity will have a min- 
| imal impact on service to customers of the 
| petroleum products delivery system. 
| SPPL’s Roseville-Reno route, constructed 
| in 1957, is part of the pipeline network 
which connects San Francisco Bay area re- 


‘ fineries with Reno and Fallon, Nev. 
L e 


‘TICOR MORTGAGE INSURANCE SEEKS 


TO MAKE HOUSING Mi 


Ce 


Above: The markefability of condominium 
and cooperative units is often improved 
through the creative use of privately in- 
sured alternative mortgage programs, 

: Here, Mark Lyons, (at right), senior vice 
president and Great Lakes regional mana- 
ger for Ticor Morigage Insurance, reviews 

: plans with a potential customer for a con- 

| dominium conversion in Chicago. 


Facing page: Customer educational pro- 
grams have been an important marketing 
tool for Ticor Mortgage Insurance. Warren 
Raybould, senior vice president and West- 
ern regional manager, is shown conducting 

: a lending seminar on creative financing 
alternatives in Los Angeles, 


i tends to rise and add to revenues during 


The three-year housing slump in America 
has had a disastrous effect on many of the 
key industries that traditionally form the 
cornerstone of the housing finance business. 
The prolonged troubles of the savings and 
loans, mortgage bankers, realtors and home- 
builders have certainly been welt publicized. 
The private mortgage industry, however, and 
specifically Ticor Mortgage Insurance Com- 
pany have fared well during these trying 
times, 

The Ticor Mortgage Insurance subsidiary 


: was organized in 1973, and, following initial 


start-up and growth phases, it became one 
of the industry’s most profitable companies 
by the end of the decade. Maintaining this 
level of profitability in the 1980s may be dif- 
ficult if economic recovery is stalled. But, in 
1981, despite the continued decline in hous- 
ing activity, Ticor Mortgage Insurance 
enjoyed a 13% increase in revenues. 
Raymond A. Rodene, chairman and chief 
executive officer of Ticor Mortgage Insur- 


* ance, explains that the company’s revenues 


possess certain unique characteristics that 
provide an insulating effect against the vol- 
atility of housing cycles. 

“Premiums are earned not only in the 
year in which the loan is insured, but also 
over the life of the policy,” Rodeno says. 
“Lenders tend to keep their insurance in 
force longer during difficult economic peri- 
ods, and this has stabilized the company’s 


| renewal premium income base.” 


The company’s investment income also 


GRE AFFORDABLE 


periods when tight money and high interest 

sates prompt a decline in housing activity. 
Largely as a result of those factors, Ticor 

Mortgage Insurance reported net income 


from operations of $12.2 million in 1981, up “| 


from $12.0 million in 1980. 


What is Mortgage Insurance? 

Private mortgage insurance is a type 
of guaranty which protects the mortgage 
lender against loss if the borrower were to 
default on a mortgage loan. This type of 
mortgage insurance, which generally covers 
the top 12% to 25% of the loan’s balance, 
is most often used by lenders to insure 
loans that have been made with a down 
payment that is less than the traditional 
20% or more. 

“Obviously, in today's housing market, 
the ability of the average American to save a 
cash down payment of this size is being out- 
distanced by the rapid rise in the cost of a 
home,” Rodeno says, “and, as a result, the 
percentage of new mortgages that are 
insured, either by a private insurer or the 
government, is increasing year by year.” 


Stimulating Housing Activity 
The combined effect of inflated home 
prices and record-high interest rates has 


> made the payment on a new mortgage so 
high that less than 5% of the nation’s house- ° 


holds can qualify to purchase the median- 
priced new home. Some solutions to this 
“affordability crisis” are necessary. 

Rather than passively waiting for the 


anticipated economic recovery, Ticor Mort- 


gage Insurance has actively promoted a 

number of programs and initiated several 
actions designed to solve simultaneously 
the affordability problem and create new 


: mortgage insurance business. For example, 
in the first six months of 1982, these actions — 


were taken: 

 Ticor Investment Securities Company, 
a private secondary market conduit subsi- 
diary of Ticor Mortgage Insurance, arranged 


_ a $26 million transaction with a pension 
fund in the Southwest. The fund agreed to 

: purchase a security backed by new mort- 

' gages from 13 mortgage lenders in Texas. All 


of the mortgages were on new homes, and 


| the homebuilders subsidized the interest 
_ rate for the buyers. Therefore, the mortgage 
: payments were made affordable and the pen- 


sion fund was still able to get a market rate 


| of return on its investment. The security 
: was rated “AA” by Standard & Poor's Corp., 


largely due to the primary and pool insur- 


/ ance Ticor Mortgage Insurance provided. 


| this trend is expected to continue and Ticor 


In 1981, more than 60% of the existing = 
homes that were sold entailed some form of 
“creative” financing in which the homeseller 
acted as a lender when traditional financing | 
with an institutional lender was not possible | 
or affordable. As long as rates remain high, 


. Mortgage Insurance is now offering to in- 


: as the loans are underwritten and serviced 
_ by one of its institutional master policy- 
. holders, who are then acting as an agent of 


sure these seller-financed mortgages as long © 


an individual homeseller. First mortgage 
loans or “wraparound” mortgages will be 
insured by Ticor Mortgage Insurance. For 


© second mortgage loans, insurance will be 


| processed through Ticor Indemnity 
, Company. 


i housing market is the fact that many mort- 
| gage lenders, primarily savings and loan 
| associations, are simultaneously strapped 


One of the problems facing today’s 


, with portfolios of old, low-yielding mort- 
! gages and faced with extreme money market 


. competition in attracting new deposits. 


Ticor Mortgage Insurance developed a 


i program designed to help lenders accelerate 


, her payment if the mortgagee, or lender, 
| agrees to cut the loan’s interest in half. The 


the payoff of those old loans and increase 
cash flow. The program is called “Double- 
Half,’ and in its simplest form, the mort- 
gagor, or borrower, agrees to double his or 


| borrower saves thousands of dollars in inter- 


| series in which this program and other port- 
: folio upgrading alternatives are explained. 


' total new housing production in the United 
_ States. And roughly 90% of all new single 

» family homes which sold for less than 

' $40,000 were manufactured homes. Clearly, 


* the market for conventional, site-built 

| an attractive and affordable alternative. 
' improved quality of these factory-built 

: homes and the market's need for and 


: growing acceptance of the manufactured 
| home, 


: vides specific insurance underwriting guide- 


: announced by the Federal National Mortgage 


| tured homes will be over 250,000 units in 
: 1982, and many of the purchases will be 


est payments and the lender can improve 


: earnings through the reinvestment of the 


increased cash flows at today's market rates. 
As this issue of Bulletin goes to press, the 
company is beginning a nationwide seminar 


Bln 1981, the manufactured housing 
industry accounted for nearly a third of 


more and more homebuyers, priced out of 
homes, are finding manufactured housing 


Mortgage lenders are recognizing the 


Ticor Mortgage Insurance produced an 
informative booklet for lenders which pro- 


lines for this type of housing that generafly 
conform to a new purchase program 


Association (FNMA), the country’s largest 


) secondary market purchaser of loans. Indus- 


try analysts project that sales of manufac- 


! made by first-time homebuyers whose loans 
| will require private mortgage insurance. 


“These are just a few ‘snapshot’ views of 


| activities at Ticor Mortgage Insurance dur- 
| ing the first part of 1982,” Rodeno com- 
» ments. ‘We believe in earning a customer’s 


business and try to provide the programs 
that will create profit opportunities for both 


' our customers and for us. During these ; 
| troubled times, our approach is in tune with | 
| the market’s demands.” 


‘TICOR PLANS 
‘SALE OF 
TRUST UNIT 


i Ticor has agreed to sei] its Trust Depart- 
; ment unit to California Federal Savings and 
: Loan Association, it was announced on 


June 17 by Rocco C. Siciliano, chairman 


’ and chief executive officer of Ticor, a sub- 
| sidiary of Southern Pacific Company. 


Robert R. Dockson, chairman of the 


: board and chief executive officer of 
California Federal, said the proposed 

: transaction is part of the Los Angeles- 

| headquartered association's evolution into a 

: more broadly based financial institution. 


A letter of intent has been signed, but 


| the transaction is subject to negotiation of 


a definitive agreement and regulatory ap- 
provals expected to be completed in 1982. 
Ticor’s Trust Department is the largest 
full-service independent trust company in 
California. It became part of the Ticor fami. 


, ly of companies in December, 1893. At the 

' end of 1981, the Trust Department con- 

| trolled fiduciary assets in excess of $2.8 bil- 
| lion. The department derives its income by 
| fees for services from corporate trusts, 

: court trusts, probate, personal trusts, em- 


ployee benefit trusts, subdivision and real 


| estate clients, and investment management. 


Over 5,700 trust accounts are currently 


| managed by 232 Trust Department profes- 
' sional and staff employees. Trust operations 


are headquartered in the firm’s central of- 


: fice in downtown Los Angeles with branch 


offices in Beverly Hills, San Bernardino, 


: Newport Beach and San Diego. 


California Federal is America’s largest 


! federally chartered mutual savings and 


loan, with assets over $9 billion. Cal Fed 
subsidiaries are involved in real estate de- 


: velopment, pension plan administration, in- 


surance, mortgage banking, construction 
and consumer finance. 


NEW SOUTHEAST © ORRIDOR 
FOR SP COMMURICATIONS 


_ This new route can 
handle 50 million 
calls a month 


Above: State-of-the-art tech- 
nology helps Jim Guida take 
care of customer service 
calls from all parts of the 
country at Southern Pacific 
Communications Company's 
computerized service center 
at Burlingame, Calif Custo- 
mer service is an important 
ingredient in SPCs formula 
for success, 


Left: At Spring Branch 
Church, Miss., one of 67 new | 
microwave towers on SPC's © 
new Southeast corridor re- 
ceives and transmits long- 
distance telephone calls 
placed by Sprint customers. 
The new route stretches 
1,500 miles from Washing- 
ton, D.C. through Atlanta 
and New Orleans to 
Houston. 


: Hush puppies, grits and gumbo. Swamp, marshland and 


mountain. A workforce installing the longest corridor of mi- 


: crowave towers built in recent years sampled these regional 


phenomena last year as they were building the latest major 


' segment in Southern Pacific Communications Company's 


growing-national network. 
The 1,500-mile corridor stretches from Washington, D.C. 
to Houston, Texas, via Atlanta and New Orleans. Its 67 


: microwave towers and three switching centers strengthen 
: SPC service capacity to the hundreds of thousands of present 
and prospective business and residentia! customers who can 


use Sprint® to make calls in the Southeast as well as the 


| entire United States. 


Sprint is SPC's low-cost alternative long-distance tele- 
phone service. It is accessed through regular telephone lines, 


and in the Southeast, SPC had leased facilities from AT&T 


and other carriers until the new corridor became operational. 


The only special equipment Sprint customers need to use 
SPC’s microwave system is a push-button telephone or a de- 


: vice that modifies rotary dial telephones. 


The new corridor’s well engineered route, modern trans- 
mission design and energy-efficient semiconductor com- 
ponents help SPC provide high performance communication. 


| To be specific, high performance means no echoes, static or 
_ poor volume, or, as Dave Spaulding, SPC vice president for 


engineering, says, “It sounds like you’re right next door if 


| local telephone company connections are good.” 


SPC high performance is based on use of the common 
carrier band of the radio spectrum. The relevant microwaves 
are about the length of an index finger. This frequency band 
is at six gigahertz—the waves oscillate at 6 billion cycles per 
second, These very high frequency microwaves travel in a 


‘straight line and repeater stations must be built in Jine of 
i sight to receive, amplify and re-transmit the signal along the 


. reflections from the underlying terrain, the repeater stations 

: tennas, which receive and transmit the signals, are mounted 
towards the top of these towers. Usually, they're about 20 to 

; 25 miles apart. 

: quired careful calculations about topography and real estate 

: cations that helicopters had to bring in the equipment or 


: new roads had to be carved to the sites. In the marshland 
» near New Orleans, construction workers had to choose their 


- meant very little without the people who planned and main- 
' tain the corridor. 


: Vasilakos, SPC executive vice president-commercial, en- 

: gineering and construction. “SPC has been able to attract 

| budget, and that certainly says something for them.” 

_ long-distance conversations. In any given month this system 
could handle over 50 million individual calls. 


i month, and the total surpassed 300,000 nationally in July. 


. Another selling point is Sprint’s Travelcode. The Travelcode 


_ away from home, charging them the usual low rates for calls. 


| emphasizes SPC President Dale Pilz. “Our business seems 
; to be relatively recession proof—probably because cost- 


| their telephone bills.” 


line to the next station, To avoid interference from trees and 


are typically from 100 to over 300 feet in height. The an- 


Building the Southeast corridor of microwave towers re- 


cost. 
Often the towers are built in such wild and isolated lo- 


footing carefully—in part to avoid the water moccasins never 
far from their imaginations. 
All the paraphernalia of high technology would have 


“We've been very fortunate at SPC,’ comments George 


highly qualified engineers, technicians and customer service 
people. We finished the Southeast corridor on time and on 


With the new corridor, SPC has in service 4,800 voice 
channels in the rapidly growing Southeast with the ability to 
expand this route to 16,800 channels as demand increases. 
Today that means an ability to carry 4,800 simultaneous 


Sprint’s customer base grows by nine percent every 


Low cost is Sprint’s best selling point. Sprint charges are 
usually 20 to 50 percent below phone company charges. 


lets users into the SPC microwave system even when they’re 
SPC is the only alternative long-distance company to offer 


such a feature. 
“SPC is fortunate in its products as well as its people,” 


conscious consumers are looking hard for ways to cut down 


Even though most corporations are approaching major 


_ Gabital expenditures cautiously, the Southern Pacific Com- 


: 


i opportunities for growth. 


: modest, but the market itself is enormous,” Pilz says. “Our 


j 


| 
| 
i 
| 


pany’s communications subsidiary has a market likely to re- 
ward investment. The Southeast corridor is just one example 
of how SPC is aggressively exploring and developing many 


“Our share in the long-distance telephone market is 


biggest challenge is making the best decisions about how to 
grow. We look to our pioneering Southern Pacific heritage 
and continue to make history” 


Backing up ordinary push- 
button telephones are many 
miles of Southern Pacific 
Communications Company 
circuitry, hundreds of micro- 
1 wave towers, a dozen switch- | 
ing centers and highly skilled | 
personnel like Joe Ward, cus- 
tomer service supervisor at 
San Francisco. 


] 
i 
i 
j 


Goodbye Salinas, hello Broadway! The Salad Bowl Express, one of 
|. Southern Pacific's expedited freight trains that hurry fresh fruit and 
| vegetables to market, is art established star in the transportation 
| world. But the train, shown here in California’s Sierra Nevada, will 


make its television debut next spring in an hour-long program on 
railroads now being filmed for the National Geographic television 
series. The show will trace a carload of lettuce from harvest at 
Salinas, Calif, to arrival (fresh!) in New York City. 
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